Keywords: M executive appointments; executive experience; marketing strategy; event study INTRODUCTION rior literature which studied the selection of new corporate executives focused primarily on CEOs. Nevertheless, in addition to the CEO, a broad team of other top managers contributes towards making important strategic decisions for the firm, which are also likely to have an impact on its performance (e.g., Hambrick, Cho, and Chen 1996) . Academic research has gradually expanded to capture this possibility, studying how the market values turnover of the top management team in general (e.g., Lee and James 2007) and the importance of specific executive positions just below the CEO, such as the COO, in particular (e.g., Hambrick and Canella 2004; Zhang 2006) . The present research note adds to this stream of research by studying the market's assessment to the appointment of new Chief Marketing Officers (CMOs).
INTRODUCTION
rior literature which studied the selection of new corporate executives focused primarily on CEOs. Nevertheless, in addition to the CEO, a broad team of other top managers contributes towards making important strategic decisions for the firm, which are also likely to have an impact on its performance (e.g., Hambrick, Cho, and Chen 1996) . Academic research has gradually expanded to capture this possibility, studying how the market values turnover of the top management team in general (e.g., Lee and James 2007) and the importance of specific executive positions just below the CEO, such as the COO, in particular (e.g., Hambrick and Canella 2004; Zhang 2006 ). The present research note adds to this stream of research by studying the market's assessment to the appointment of new Chief Marketing Officers (CMOs).
Our approach is to assess and attempt to empirically explain the market reaction to CMO appointments using event-study methodology. This study is interesting for several reasons. First, it complements and contrasts existing research on executive turnover in general, helping us to understand any commonalities and differences in turnover valuation between marketing executives and other senior executives. Second, this study posits contextual factors in the form of five research hypotheses that help to explain the market reaction to this appointment. Three of our hypotheses are specific to the marketing function and relate to the signaling value of marketing executive turnover and the appointee's marketing experience. The remaining two hypotheses draw from prior research and relate to appointee origin (insider vs. outsider) and prior firm performance, although arguments that link these hypotheses to the marketing function are also made. Third, this study contributes to a standing debate on the financial relevance of the marketing function (e.g., Rust 2004; Webster, Malter, and Ganesan 2005; Zinkhan and Verbrugge 2000), from an alternative managerial perspective. Last, the results of this paper give rise to a series of managerial implications that are exacerbated by the frequent turnover in the top marketing executive position. The CMO position, according to a recent Spencer Stuart Survey (Welch 2004) , is one of the riskiest jobs in America.
THE CHIEF MARKETING OFFICER POSITION
It is generally accepted that much of the success of the marketing function lies with the quality of the marketing team, as evidenced by the leadership and character of the top marketing executive in the firm. In recent
THEORY AND RESEARCH HYPOTHESES
Because of the applied nature of marketing, marketers have been under increasing pressure to show that marketing management matters; most notably, by illuminating the relation between various measures of marketing activity and financial performance. However, there are difficulties in measuring marketing activity reliably and consistently at the firm level, due to insufficient disclosures by firms and the fact most marketing activity measures pertain to organizational subunits and not to the firm as a whole. Second, alternative financial performance measures often fail to capture the "intangible asset" quality of much marketing activity. That is, because of information asymmetry, it is difficult for stock market participants to assess the true quality of marketing activity. In this paper we argue that marketing executive turnover can serve as a signal reducing information asymmetry between management and shareholders about the quality of the firm's marketing activities and products. This, in turn, is reflected on stock prices on the CMO appointment announcement day.
Analogous to prior empirical evidence on CEO turnover, there are mixed predictions about the market reaction to a CMO appointment. One possibility is that a firm voluntarily making such a change seeks to reap the benefits of a redirection in its marketing leadership. To the extent mismanagement of the marketing function contributed to financial problems, a change in leadership is expected to reverse this trend by improving the quality of marketing management in the firm. This, in turn, will help to accelerate the firm's performance recovery. The appointment of a CMO on the top management team is also likely to signal an increase emphasis on market orientation with the potential of improvements on business profitability ( Conversely, a change in CMO is also likely to be associated with certain costs: The market will assimilate the cost of recruiting and training the new CMO. Also, this turnover implies a period of relative inactivity in developing and implementing marketing strategy. Last, a change in CMO is not without risks, given that it is typically associated with a change in the firm's strategic direction. A natural response of the incoming CMO is to question the previous marketing strategy. Increases in advertising expenditures, a visible but often questionable vehicle towards convincing the market of a directional change, may prove fruitless and costly.
In sum, the appointment of CMOs is likely to signal both potential benefits and costs for the appointing firms. In line with such contrasting arguments, a vast body of prior empirical work on CEO turnover has provided mixed results (e.g., Kesner and Dalton 1994; Zajac 1990 ). In short, the market is unlikely to respond in a consistent 31 manner to marketing executive turnover. In a recent study independent of the current paper, Nath and Mahajan (2008) examine factors associated with the presence/absence of CMOs in the top management team and whether the presence/absence of CMOs affects long-term performance. They find no evidence that the presence of CMOs in the top management team has an impact on firm performance. Their tests, however, do not illuminate the sources of performance variation across firms. In the backdrop of both benefits and costs being associated with the CMO position, the main contribution of this paper is to address the variation in performance across firms that adopt the CMO position. Below, we accordingly attempt to obtain more insights on these appointments by positing conditions that help to explain variation in the market's reaction.
Internal Versus External Hire
The CEO succession literature has studied whether the market's response to the new appointment varies depending on whether the new executive is hired externally as opposed to being promoted from within the firm, with mixed results (e.g., Beatty and Zajac 1987; Karaevli 2007; Lauterbach, Vu, and Weisberg 1999; Lubatkin, Chung, Rogers, and Owers 1989; Zajac and Westphal 1996;). Prior research suggested an internal hire is more likely to possess inside knowledge about the strengths and weaknesses of the company. Also, there is less uncertainty about this person's ability and character increasing the likelihood the appointee will face a friendly supporting cast. The benefits of external hires include the new knowledge they bring in, and the increased likelihood they have been selected at arm's length, away from internal politics. Also, the external labor market provides the company a much larger talent pool from which to choose. An additional benefit of outside appointees that is specific to the marketing function is their increased objectivity in evaluating and challenging the firm's current marketing strategy, and their new and fresh ideas regarding the future direction of the company. Unlike technical positions, where an insider's indepth knowledge of the firm's technology may be beneficial, marketing relies on intangible asset value, rendering a fresh perspective relatively more important than inside knowledge. In sum, given mixed prior findings and countervailing arguments on the value of successor origin, we do not posit a directional expectation. Thus,
The stock market response to the appointment of a Chief Marketing Officer is not expected to be related to the appointee's origin.
Prior Marketing Executive Experience of the Appointee
A significant asset of managers is the hands-on experience they have accumulated in the context of their management responsibilities. Managers develop experience by having the opportunity to experiment, try out new ideas and learn from mistakes. Knowledge gained from experience can not be explicitly expressed or taught but is rather tacit real-world intelligence that is developed through time. A number of early studies comparing experts and novices have long suggested that experts have more highly developed cognitive structures. Early research suggested that experts are more likely to search for more and relevant information, which allows for better problem structuring and more successful problem solutions (e.g., Beach 1975; Chi, Feltovich, and Glaser 1981; Chiesi, Spillich, and Voss 1979). In other words, experience affects how managers use information to arrive to decisions and the decisions themselves.
More importantly, experience is likely to be more useful in more uncertain and unstructured situations where managers have to make decisions relying on broader and "softer" information (e.g., Perkins and Rao 1990). 1 As such, experience is likely to be especially important for the CMO of the firm who has to operate and make decisions in an uncertain and volatile environment. Consistent with this notion, the experience and past accomplishments of the new appointee are typically emphasized in the CMO appointment announcement. Importantly, whereas all CMO appointees are expected to have some relevant work experience, the distinguishing characteristic of a seasoned appointee will be experience as a senior executive at the marketing helm of a firm (e.g., as a CMO, vice president of Marketing, or Vice President of Sales). Prior marketing executive experience is expected to be, on average, superior to experience in lower level positions. Given the above arguments we expect the market to value senior marketing executive experience.
H 2 :
The stock market response to the appointment of a Chief Marketing Officer is expected to be greater when the new executive has prior experience as a marketing executive.
Marketing Strategy Disclosure
We further distinguish companies into those where the new CMO comments on the intended future marketing strategy on the appointment day, and those where the CMO does not provide any such information. In a distinct group of appointment announcements, the newly appointed CMO opts to discuss the company's current position in the marketplace, and future marketing plans, albeit with a considerable degree of variation in extent and level of detail.
Although such comments may not be specific enough to allow disentangling specific strategic directions across announcements, there is a clear distinction between the new executives that at least announce a broad plan from those that do not. 2 This distinction may be due to many factors. For example, a comment from the new executive may signify the CMO's relative power and visibility and/or the perceived importance of the marketing function in the appointing firm. Thus, we expect and argue that shareholders assess more favorably newly appointed marketing executives who are more visible and more powerful. Similarly, a change in marketing leadership is likely to be more value relevant in firms where the marketing function is relatively more important in the organization.
Another explanation is that new executives that announce future plans signal their confidence in their ability to deliver on pre-appointment promises. Therefore we expect managers that have better information about future plans or ones that have "good news" (that is, ones expecting to deliver on their promises), to be more likely to make an announcement. In a related vein, Gunz and Jalland (1996) and Tushman and Rosenkopf (1996) , among others, highlight how a change in strategy may serve as a positive signal about the firm's prospects. Conversely, in cases where the executive does not make any comment about future plans the market is likely to perceive this as a negative signal because of adverse selection (i.e., in the absence of good news to disclose, lack of adequate information, or a clear vision on how to get the firm out of a difficult situation, a new appointee may self-select into being silent on the matter, a signal perceived negatively by the market). 3 Thus,
The stock market response to the appointment of a Chief Marketing Officer is expected to be greater when the new executive discloses some information about future marketing strategy.
Prior Share Price Performance
In general, a deteriorating stock price may be an especially relevant determinant of an executive change. When the firm's shareholders are not content with the firm's performance there is high pressure on the board of directors and the CEO to make drastic changes, that would turn the situation around. This pressure some time results in top executive turnover, and in other times to the hiring of an executive that could potentially improve firm performance. Many prior studies found that likelihood and mode of executive turnover, as well as the market reaction to executive appointments depend on the firm's prior share price and operating performance (e.g. Marketing, among the firm's major corporate functions, is most likely to be blamed when performance is poor and the reasons for failure are unclear. The Spencer Stewart survey finding of average CMO tenure lengths measuring less than two years, much less than the tenure of other major corporate executives, is clearly consistent with this conjecture. Therefore, appointing a new executive to lead the marketing function signals a change in direction and strategy with the potential for quick turnaround and improved performance. That is, a CMO appointment is likely to be viewed as a partial remedy to a firm's previous stock market problems. On the other hand, an appointment made under duress may be deemed reactive by investors. In the present setting, a CMO appointment following poor prior share price performance is tentatively expected to be assessed more favorably by the stock market. Therefore,
The stock market response to the appointment of a Chief Marketing Officer is expected to be negatively related to a firm's prior share price performance.
High Technology Industry
Historically, high-tech companies relied on their unique technological advantage, and an aggressive highly motivated sales force to remain competitive. The belief that a superior product will sell itself, and that a firm is only as good as its latest product, resulted in less reliance on marketing strategies, where the marketing function was largely ignored and diminished to sales management and support services (e.g., Workman 1993). In contrast, in more saturated, lower growth industries, products are likely to have fewer distinguishing selling points making marketing more important. Given the special characteristics of high-technology industries, there is an ongoing debate in the marketing literature on whether conventional marketing tools are well suited in these industries (e.g., John, Weis, Dutta 1999).
The different roles of, and the different emphasis placed on the marketing function in high-tech as compared to low-tech industries is also likely to affect the role the top marketing executive is expected to play in the firm and the top executive's potential to contribute to firm value. Specifically, responding to crisis by replacing a marketing executive in a high-tech firm may send a negative signal to the market about the firm's fundamental quality; i.e., that the firm has trouble competing on the basis of its product, as is expected in high-tech industries, and has to resort to changes in marketing strategy for future growth. Such a change would be less scrutinized in a low-tech firm where products are less differentiated, and marketing is relatively more important. Therefore, ceteris paribus, we expect a lower market reaction to an appointment of a CMO in a high-technology firm.
H 5 :
The stock market response to the appointment of a Chief Marketing Officer is lower for firms belonging to a high technology industry.
METHODS

Sample Selection
The sample comprises announcements of appointments to the Chief Marketing Officer position that appeared in the Lexis-Nexis database during the period from 1999 to 2005. Lexis-Nexis includes, in electronic form, articles published by a vast number of newspapers in the United States and is considered to be a reliable source of first-time public releases of information typically used in event-studies. The time period was constrained by the fact the CMO title is a relatively new development, with few executives holding this title in the 1990's, and consequently only rare announced appointments to the CMO position before our sample period. 4 CMO appointment announcements were excluded when they i) contained other major potentially confounding news; ii) pertained to subsidiary executives; and iii) were made by private firms. A total of 166 observations pass these screening criteria and comprise our CMO sample. Table 1 
Variable Measures
To measure the firm's stock price performance around the appointment announcement this paper uses standard event study methodology. Specifically, abnormal (excess) stock return for any one security on a given day is defined as the firm's raw return for that day minus the normal return of the firm over the event window given by a one-factor market model (using the equally weighted CRSP index to proxy for the market rate of return). To estimate the market model, a 256-day estimation period is used that begins 300 days before the event day, on t=-300, and ends 45 days before the event day, on t=-45.
The text of the announcement is used to create three explanatory variables: to distinguish between internal and external appointees; to separate appointees with prior experience in the top marketing position from all others; 5 and to distinguish between executives that provide an indication of their future marketing strategy from those that do not. To assess the pre-appointment stock price performance of the sample firms we considered market-adjusted returns spanning approximately one year (250 trading days) ending five days prior to the event day.
To evaluate the industry effect on the announcement we classify firms into those affiliated with a hightechnology vs. a low-technology industry. Following Bushee, Matsumoto, and Miller (2003), a firm is classified as operating in a low technology industry if it operates in a four-digit Standard Industrial Classification code other than 2833-2836, 3612-3613, 3621-3629, 3651-3652, 3661-3669, 3671-3672, 3674, 3695, 4812-4822, 4832-4899, and 7370-7379. 6 Finally we control for firm size using the natural logarithm of total assets.
7
The empirical model Initially, we assess whether the stock price performance of the sample firms before and during the appointment is significantly different from zero. To this end we employ a t-test and a signed-ranks test, two-tailed. More importantly, to examine our five hypotheses, we link the appointment-related abnormal return to the variables of interest as follows: CAR i (τ 1 τ 2 )=β 0 + β 1 internal i + β 2 experience i + β 3 strategy i + β 4 prior return i + β 5 high tech i + β 6 log(assets) i + ε i where, CAR i (τ 1 τ 2 ) = cumulative abnormal returns of security i during the event window internal = one if the CMO is appointed from inside the firm, zero otherwise experience = one if the CMO served as a top marketing executive at any time prior to the appointment, zero otherwise. strategy = one if the new CMO comments on future marketing plans and strategy, zero otherwise. prior return = cumulative market-adjusted excess return from trading day -255 to trading day -5 relative to the appointment announcement. high tech = one if the firm operates in a high technology industry, defined earlier, and zero otherwise. log(assets) = the natural logarithm of total assets (Compustat data item #6) at the end of the fiscal year prior to the announcement.
ANALYSES AND RESULTS
Univariate tests and correlations
The tests initially examine share price behavior before and during CMO appointments. Results are presented in table 2. Two patterns are noteworthy: First, as expected, the appointment of a new CMO executive is preceded by deteriorating share price performance for the adopting firms. The median market-adjusted return is -18.57% (-10.65%) in the 250 (150) trading days leading to the new appointment announcement. Both windows are statistically significant at p<0.01 under the non-parametric test and at p<0.10 and p<0.01, respectively, under the parametric test. 1 ) 166 -0.04% -0.55% Note. The pre-event cumulative excess returns are computed by subtracting equally weighted market returns. The event-period excess returns are the residual returns from a 255-trading day market model. The significance asterisks in the median column are based on the non-parametric Wilcoxon signed ranks test. ***, **, * indicate levels of significance for 1%, 5%, and 10%, respectively. All variables are winsorised at 2% and 98% to tone down the effect of outliers.
Focusing on the announcement-induced return the results suggest a somewhat weak, negative market response to the CMO appointment announcement date. More specifically, there is -0.55% median abnormal return in the (-1, 1) event window that is not statistically significant, and a -0.58% median cumulative abnormal return in the (-2, 2) event window that is statistically significant at p<0.05 under the non-parametric signed test. It therefore appears that the market does not interpret, at least on average, that the CMO appointment is a meaningful step towards improving firm value. As discussed in our hypothesis development section, the market's uncertainty in evaluating this announcement renders our attempts to explain fluctuations in the market reaction all the more interesting. (Panel B) . Notably, only 17.47% of CMO appointments are promotions from inside the firm, signifying a preference for outside executives. More than half of the appointees (63.86%) have experience in top marketing executive positions prior to the present appointment. Approximately half of the new CMOs (51.20%) briefly sketch their marketing strategy and future plans in the appointment announcement. Also, exactly half of the firms that announce hiring a new CMO officer operate in a high technology industry. Last, the average firm in the sample had 6.209 billion dollars in total assets in the pre-appointment fiscal year. The pairwise correlations in panel B suggest the market reaction is positively correlated with the new CMO's comments on strategy, and negatively correlated with prior share price performance. Although these pair-wise effects are in line with hypotheses 3 and 4, more definitive evidence is provided through the multivariate regressions, discussed below.
Multiple regression analysis
We performed the multivariate analysis using robust regressions (e.g., Huber, 1981) . Robust regression is a form of weighted least squares that provides stable results by limiting the influence of outliers. The dependent variable is the five-day cumulative excess return measured from two days before to two days after the announcement using the market model. AICR is a counterpart of the Akaike criterion for robust regression, and BICR is a robust version of the Schwarz information criterion. ***, **, * indicate levels of significance for 1%, 5%, and 10%, respectively. pvalues are in parentheses. Table 4 presents the results from robust regressions linking the market reaction to the appointment to the variables of interest. Three models are estimated. Model 1 presents results for the three variables that are drawn from the appointment itself, model 2 presents results from the two firm-specific variables, and the last model presents results on the full array of hypothesized effects. The results reveal no difference in the abnormal returns of firms appointing an external hire compared to those appointing an internal CMO, in line with mixed prior evidence. Models 1 and 3, however, provide strong evidence that the market values CMO experience. In both models, the variable capturing senior marketing experience is positive and statistically significant at p<0.05. Consistent with hypothesis two of the paper, experience is an asset that the market deems significant in a new CMO, expecting it will help the new executive enhance firm value.
Consistent with the study's third hypothesis, models 1 and 3 show that there is a significantly positive relation between strategy announcements and abnormal stock returns (p<0.10 and p <0.05, respectively). This finding is consistent with a signaling story, where the market perceives comments by new executives as an indication that they are more informed, and/or more confident about their ability to deliver results. Also, models 2 and 3 provide evidence that is consistent with hypothesis four of the paper, suggesting that when prior performance is poor the market welcomes a change in the executive team: prior excess returns are negatively related to event period abnormal returns (p<0.01).
Last, models 2 and 3 show that firms in high technology industries elicit significantly lower abnormal returns (p<0.05 and p<0.01 respectively) compared to firms in low tech industries. This finding suggests that the market perceives the CMO leadership change to be less useful for high-tech firms. This could be because the market values high tech firms on the strength of their innovative and technologically advanced products. (E.g., in the computer chip industry, sales may be driven by product-based, specification-based concerns rather than promotion and distribution.) Ceteris paribus, the market perceives the change in marketing leadership as a sign of weakness (negative signal) about the fundamental quality of the firm's products. In a low tech firm, where products are typically less differentiated, firms are expected to rely more on marketing strategy for their success.
CONCLUSIONS
Our study's results have the following managerial implications: First, boards and CEOs should pay particular attention to senior executive experience in hiring marketing executives. Marketing is a hands-on discipline, where practical experience appears to be a relatively important characteristic. Second, investors place greater value in marketing executives who "hit the ground running"; those having a clear vision about their future marketing strategy and who are willing to share some of this information with market participants. Finally, top managers in high technology firms should bear in mind that the market primarily relies on the strength of their firm's products. Top management teams in high-tech firms that respond to crises through a focus on the marketing function, such as by replacing marketing executives, send a negative signal to the market about the strength of their company's products.
In closing, and taking the results at face value, this study adds to a growing body of evidence linking executive turnover to corporate financial performance, highlighting the importance of appointee experience and strategic vision. Also, this paper suggests that the quality of marketing management in a public corporation, a relatively unexplored venue, is empirically related to share price performance. Most importantly, the assessment of a change in marketing leadership should not be viewed as uniformly positive or negative, but should be assessed against the characteristics of the appointee, the profile of the appointing firm, and the characteristics of the industry in which the firm operates. 
